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INFORMATION ON THE GDR STATE BUDGET

[Comment: This report givee inmformstion on GDR budget 50X1-HUM
fulfillment, and insurence for the ysads 1951 through 1954
\ | The present report also includes

same Gata on taxation. 5OX1 _HUM

As used here, the term GIR state budget refrrs to the total
budget of the entire GD; governmental machinery; the term budget
of the republic refers to the Ludget of the central govermmsntal
machinery, but does mot include the budgets of the Resirke. Thus,
the GDR state dulget comsists of the budget of the repudlic plus
the budgets of the Bezirke. The Kreie iz an administretive sub-
division of s Bezirk; and Kreis budget figures are inclwded in the
Bezirk figures.

The term DM in this report refers to Deutscbe marks East, un-
less otherwvise specified.

Numbers in parentheses refer tc appeuded :?rt.l.]
I. GENERAL INFORNATION

While the budget provisions estsdblished during the Hitler pericd, which
rusained in effect until 1946, provided for some unification im bdwdget plan-
ning for the various Lawmder, esch lamd could, to a very lsrge extent, datsr-
mine its owvn budget. Thus, up to 1946, the budgets of the various lagndars
vere 80 voried in structure that s comparison of them was 41°iicult.
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Bince 1947, the budgets have been organized sccording to & uniform pat-
tern which nov &pplies to all public bodies (ccmswmities under Ereis sdmin-
istration were erempted until 1948). Starting in 1949, specis] dMmdget cut-
1lines were set up for zonal administraticss, Laender and Kreiss, comsunities
with more thaz 10,000 inkabitents, and communitiss with less than 10,000 ia-
habitants. These varicus outlines were not deviatioms from the uniform budget
pattern which had Dawn established, but mersly sdaptations to the special vre- .
quirements of public bedies at different sdministrative levels.

The budget law in effect through 1950 regulatsd limited areas of public - 0
finsnce, While it is true that the amrma) budgst dirsctives of the Main Ac-
ministration for Finance of the CGermun Economic Commission {now the GDR Mip-
istry ¢? Finance) promoted the standsrdization of budget procedures, these
directives d4id not achieve complete uniformity of finmancial legislation.

‘ 4 budget reform law went into effect with the begimning of the fiscal
year 1951, i.e., 1 Jamuary 1951 {15 December 1950 Law Concerping the Reform -
of the Budget, GesetzMlett der DDR [GDR Legal Gazettelpl zOl). Through this'
reforu, the entire Tieid of budgeting becsme part of the ecopomic plarning " :
. of the state. The budget is Just as much & part of the Pive-Year-Plsnas . .
-production and is geared to the Economic Plan, . P v

The budget reform lav. stipulsted that tiuere was to be only one uniform:
state budget, which was to include the budgets of all state-finznced agencies,
from the central administration down to the smsllest communities. It was to
include also ibe budgets of institutions and corporations of public lavw to
the extent determined by the budget law of the plian year in question. The
social insurance bulget also became part of the state budget, a step throus:
which the goverrnment assumed all obligations toward the insured.

‘.1~Chnnge5 also were madc in the treasury system. As of 1 January 1951,
all fiscal and tax offices in the GDR were closed and their funstions
transferred to the Deutsche Notenbank (German Bank of Issue). (1)

Pinancial Planaing Under “he Budget

Control figures {Kontrollziffern) to be set up are determined in the
Economic Flan for the entire year. Planning in terms of monetary values
(Finanzplanung) is carried out in conjunction with planning for quantity
(Mengerplanung). The GDR State Planning Commission carries out the plan-
ning for the following year. In this comnection, the control figures rep-
resent the quantities vhich the individual sections [of industry] are to
produce or the monetary amounts which they are to invest. Most of this
planning is done through the individual ministries concerned, on the basis
of capacity figures and other figures which have been vorked out, always
within the scope of the Five-Year-Plan. Actuslly, a bitter fight is
elvays waged for the control figures. For example, the fact that the
1952 state budget was not approved until the middle of the year was due
to demands of higher offices (Soviet Control Commission, SED [German
Socialist Unity Party] Central Committee), which made several changes
necessary. The GDR Ministry of Finance was blamed for this late approval
of the budget; in reality, hovever, completely different matters were involved,
notably planning for "nationsl armed farces."

To a large extent, the work of he Ministry of Finance consists of cur-
rent coatrol of receipis and expenditures. However, expenditures for th
People's Police and for reparatione are not accounted for in the usual man-
ner, but obviously through trusted persomns) (Vertrauenslsute), so that no
figures for these categuries ere ever publishedb(z)
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. One of the most important functions of the Ministry of Finance in

budget planning ie the manipulation of ylan figures for the budgets of

the Ereise and comsunities. The measurss carried out in thiz respect

by the Ministry of Finance, under Btate Secreteary Willi Bumpf, were at

firet looked upon as financiel planning chass by employees of the Min-

istry of Pinance and by the Kreise. In reality, however, they are part

of an ingenious schame to bring about rigorous savings of funds which

had prwi:g:]j been planned in the budget. This is done by constastly

chang: t plan ‘ . XA

plan for tho Krelse snd commTetes = ch{grgeg Sebn’ Rl R
cach change brought with it & reduction in the funds appropristed for
the Kreise, and since the sxcess funds provided for in the preceding.
budget plan verc considered eliminsted in etch pew budget plan, She result
vas that the fins) approved budget plan geve the Hreise only & fraction =
of the fumds which they vers to have received under the original budget
plan. The furds thus saved {Ruecklsufmittel) appesr sgais in the budget:
&6 unbudgeted funds and are used agaln for the financing of other opeza-
tions. Experts in the GIR Minfstry of Finance are convinced that thesae

- manipulations are ordered from Karlshorst [hemdquarters of Soviet High .
Commsission, formerly Soviet Coptrol Commission]. (3)

According to the directives issusd by the GDPR Mianistry of Fi’mw:e‘ _' .
for drawing up the 1953 State Budget Plan the following wera the main .o
¢ tasks of the 1953 budget: } . S e RGN

1. To make available the large investment funds required for
expansion of enterpriaee of ths heavy machine btuilding, mining, metal-
lurgy, and electric-power industries.

2. To strengthen the bond between workers and farmers by
granting extensive aid to the agricultural production cooperatives.

3. To finance iLe measures designed to improve the standard of
living of the vorkers.

b, To finance national armed forces vhich are required to de-
fend the accomplishmente of the GDR, to assure the Socialist reconstruc-
tion of the GDR, and to maintain peace.(l)

[At no other time has there been any official pudblic announcement
about the establishment, financing, or operation of the national armed
forces. The budget plan which was relessed did not include any figures
for them, nor was there any mention of them in the accounting of the
1953 budget fulfillment.]
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Table L. 1991 Planned apnd Actual Receipts (5)

(in 1,000 DK)

| Title of Individusl

Plan . Planned Raceipts

(02

0z

03
ok

anitized Copy Approve

Peopie's Chanmber - 326

President of tue -

Republic TR EUREURRTEE NS Y A

Administration 1i,533.3 .

Ministry uf Foreign
Affairs 255.3

Cu2,oh17

)ﬂ.niatrﬁr of Intericr

State Becurity
[Service]

State Planning
Commission

Ministry of Finance

caitted in original]
Ministry of Heavy
Industry

Ministry of Machine
Building 188,613.0

Ministry of Light Industry 223,984.0
State Secretariat for
Food and Beverages T7,703.0
Ministry of Agriculture
and Forestry 279,346.1
Ministry of Foreign and
Intra-German Trade 42,864.0
Ministry of Trade and

Supply 80,496.0

State Secretariat for
Purchase and Compulsory
Delivery of Agricultural
ProGucts

Ministry of Labor

?

Ministry of Public
Hoalth

-l -
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Actusl Receipts

13,89,

LRI

| 305.7

146,295, 5
1,345,481.2

534,663.5

118,607.1
230,415.5

106,494.6
278,868.3
49,349.3

45,630.6

4,832.4

73.M2.7

284, 42,5

57,02k 4
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S-ECRET 50X1-HUM
BOT ACLEASABLE TO FORRIGH MATTONALS

Individual Title of Individusl
Plan Muber Plan Planned Baceigts Agtual Receipts

20 Vocaticnal Training - 1.6

21 Boctisl Insurance L BAT,820.5 b, 3M3,699.1

22 Kinistry of Transpor ) g - U
: tation Do 68,336 T Ak1,0120.3: 0

23 Ministry of Postal
" Affairs emd Tels- ;s ERET g
comsunications C oo B20,882.900 i 215,213.9

Hinistey of Construcilon . . - 5,402 .4 by 5,686.7
¥inistry of Rdueaticn = .. 123,332;2(_-."'_ 0 91,585,6 .
~ Ministry of Justice e 55,-97102;’._. . ‘549,181.8_ :

Advanced Eduestion System R :
oo (Bochschulwesen) o i 33,7798 i 12,830.7

Taxes 15,098,395.8 15,132,325, 0
Previcus Year 466,023.3 %61,233.1

Financial Bqualization
(Pinanzausgleich ) 2,914,705.1 3,09,879.0

State Committee Yor
Cultural Affairs 39,248.1 32,878.0

Literaturs and Publishing -- 24,0
[Total] {26,217,7T71.1) 126, 954,6142.6)

t Receipt F 8

The 1952 budget provided for total receipts of 26-28 billjon DM. Of
this total, 17,989,000,000 DM vas to coms from taxes, 4,106,000,000 DM from
sccial insurance, and the remainder from otber administrative sources (prof-
its of people-ovned industry and fines and penelties). Community tazes
vere not contained in the tabulation.

On principle, the budget provides for all [at 1lsast all DM Bast) receipts
and expenditures, as well as all lavful receipts in Di-West (ratlroads).
People's Police and reparstions figures appear in the budget s even though
disguised.

The 17,969,000,000 DM tax receipts are composed as follows: NO (Trade
Organization) excise, 25.7 percent; ovnership and tramsportation tames from
private firms (including SAGS), 25.1 stmnc; ovnershfip and trumsportation
taxes from people-owned inmdustry, 19.8 percent; buaget surtaxes, 15.3 per-
asnt; compvmure taxes, 13.£ pirdsnt; pensitiss for a3iioguent tax payment:,
0.27 percent; duty, customs, etc. 0.03 parcent. ([This adds up to 99.8 per-
cent; the remaining 0.2 percent are not accounted for.]
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Up to 30 November 1952, tax recei '

; ‘ pts amounted to t WY -
centages of enticipated Jesrly Tevenue! (onsumers zungg.a p::geng
womm:;:ﬁp tax from private industry, 97.0 percent ; hm!‘e;t surtax, 93 3’
poroei éax overskip tax from pecple-owned indus try, 83.2 mment;’m )

» T3.5 percent; and mocisl insurance, 93.4 percent.(6)
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Table 2. 1952 GDR Budget Receipte and Expenditures, 1 Japusry-30 November 1952 (7)
(in 1,000 IM) R

Individual Receipts -
Plan Number  Title of Individual Plan Jo'8e e gep 52 o*dap @1 Jﬁv'g

o1 People's Chamber 3 390 4,478 4,608

o President of the Republic v 636 2,386 2,429
03 Administration 2 2k, ko8 ' 154,379 257,626
o4 [Ministry of) Poreign Affairs 2,632 11,059 11,227

05 State Administration and Internal ’ :
Affairs 830 4,39 21,905 29,820

OF FTEVIVETIY 108

DI04
E-Hd=-0"B=3

State Security [Service] 348 86,609 - 75,005 150,200

[state] Planning [Commission] 159,092 31,181 0 0 188,008 208,716
[Ministry of] Finance 352,39k 78,9907 - 319,hGe 531,350

@
]
& '
‘ﬂ
*I
L)

Coordination of the Over-all : = .
Financial System — 36 ‘ 318 415

3
|
E@
5
;

[Ministry of) Beavy Industry 1,569 20,318 88,012 . 501;,1{59 585,708
[Ministry of] Machire Building 13,778 69,606 - . - 15,156 303,597 . 360,241
[Ministry of] Light Industry 42,750 184,471 ' S 5k, 82 57,189 °

[State Secretariat for) Food : L
and Beverages 17,138 120,387 - 12,383 0 83,05 100,780

STVROLIVE

[Adjoine page & herel

50X1-HUM
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[Adjoins page 7 here]

b [Ministry of] Agriculture and
Forestry 20,5% 53,60% 83,5%0 - 515,036 607,608
15 [Ministry of) Foreign and Intra- R . : . .
German Trade 5,464 36,473 152,507 1,146,516 1,356,709
16 (Ministry of] Trade and Supply 7,659 26,480 2455 7,788 12,610
17 [State Secretariat for] Purchase ' :
and Compulsory Delivery of o
§ Agricultural Products 1,564 32,530 19,225 °1,168,890 1,b22,481. &
18 {Ministry of] Lavor 5 99 28,770 335,950 - how,9T7
19 [Ministry of] Public Health 58,528 528,775 4,043 88,752 120,005
?z 20 Vocatiopal Training 7 316 1,390. - 17,175 S22, H:g;
' o Q,
1 o2 Social Insurance 355,346 3,170,268 B35 3,576,200 4,362,389 mgz
(] H
Eg 22 [Ministry of] Transportation 26,949 98,022 23,840 167,136 239,114 %3@
23 [Ministry of] Postal Affairs -
5 and Teleccamunications 23,330 201,937 846 - k,309 ‘ k840 g
E 2n [Ministry of] Construction 226 ;109 20,992 153,596 178,278 g
25 [Minsstry of] Education 508 6,b25 25,390 161,451 193,591
26 [Ministry of] Justice 1,700 4,976 4,923 24,750 : 62,656
27 Advanced Education System 1,473 13,209, . 26,963 218,569 276,57k
28 Taxes 1,h49,15h 12,926,076 T -
[Adjoins page G here] :

50X1-HUM
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{Adjoins page B here]

29 {State Committee for] State

Control 1 25 Yo1,kob 10,707 18,254 4
30 Cultural Affairs 1,300 17,955 6,060 62,784 77,546 _'
31 Literature 36 249 535 2,039 2,542 . 1
32 Coal and Electric Pover 29,318 69,582 42,556 223,001 287,272
o= 33 {State Secretariat for] " § 1
S :ﬁtix‘s:ns, Stones, and o546 23,613 B 12,048 69,707 82,506 E }
34 Investigations 1,407 11,256 10,250 78,143 97,657 2 5:.
» 35 Physical Culture and Sport 31 36 ) 1,963 3,686 10,928 E::a; l}.
3'“;': , - ¥inances -- 7,610 48,192 551,262 671,918 f;;; ,
n-;:-; Yo Finances 83,125 89k, ENE : 482,k13 k,007,861 5,300,216 §:E§ :“
%”' k7 Research and Development - -- TO11,875 £k ,365 113,659 % i
5 h8 Investments - -- 275,000 1,605,1;?9 2,005,429 g ;
g Lo Previous Year and Excess Over v : g 5;!
'n Quota - 326,53¢€ o -~ - - . E
50 Financial Equalization 495 6,0h2 284,291 2,301,k75 2,£72,710 f%‘
Total Receipts of the Republic: 2,258,159 19,495,980 2,335,301 18,30h,431 23,102,955k f
(2,258,179} [19,495,983)  {-,27...03] [18,304,427] (23,103,051} ]
[Rote: The totals of the four columns ere listed as they are given in the ori iiowever, the columns actullly add .
p to the totals ~iven in brackeis. ] 5 v o 50X1 _HUM
#4g compare  Lth total receipts of 24,306,3f¢, listed without brealidown. .° . : ’ - Sy

3

Sanitized Copy Approved for Release 2011/06/16 : CIA-RDP80-00809A000600;I50223-7 D T %




Sanitized Copy Approved for Release 2011/06/16 : CIA-RDP80-00809AOOO600150223- L

Recapitu-
latjon:

Receipts 33,901.1
b
tures 33,888.1
Rxcess of
Receipts
over Bx-
pendi-
tures in
13.0

1,010.7

1,023.7

34, TTh.7
34,753.4

21.3

1,009.9

1,031.2

#pccording to 1953 Plan
*8 Actual 1953 Figures

(Adjoins yage 10 here.]
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Additional 1953 Budget F\.Llfillment In.fomtion

In 1953, receipts from the people-owned imdustry rose 30 mrcent ovaxf
1952. 1In 1952, the people-owned industry accounted for approximstely 20 .. .
percent of the state bu&geb receipte, in 19/3,- this fisure ros®e tg 23 5 pﬁ EIRANCRE
cent ., SR

i In 1953, axpenditux"&a for axpansion of the peaplg ~guned mdustx-y :m-..;”
evessed 22 percent over 1952 and swounted to 21 percent of sll budget ex-
~o oo penditures. Bxpenditures for socisl and cultural purposes and for. public
i health lncressed 14.2 pﬁrcant over 1952 and amounted to 51& pez-cent of all
’“b.xdget expenditures, . s il

. "In 1953, 1,5452,000,000 DM vere. »xpcnded for redurtion of interm’ debt,
“or Lk.b percent of +ota1 budget expenditures. Administrative expenses. in
771993 were rsduced k.9 percent as comparad with 1952, and the percenteges of-
S total budget expenditures for this item was mducad. frm 9 8 percem to g
o pcrcen'c. : N L O

\ In 1953, total mceipts from taxes memas@d ].3 h percem. over: 1G5+
Z,toml receipts frow socia.l insur&nce 1ncreased Gubs percent .

l Peop...e med Industry :

In 1953, costs per 100 DM vorth of merchandise (at 1950, 1951, or
1652 plan prices?] produced were lovered from 93.90 DM to 92.60 UM, even
though wages for wage groups I-IV were increased by 0.40 DM per 100 DX pre-
duction. Thus, the cost reduction to 92.75 DM, called for by the plan,vas

surpassed.

In 1952, contributions to the director's funds out of the profits of
the enterprises amounted to 224 million DM; this was increased tc 379 million
DM in 1953, an increase of approximately 70 percent. For each worksr employed,
the plants of the people-owned industry in 1953 contridbuted 214 DM to the
director's funds and spent 180 DM for social, cultural, and iealth improvements.

2. People-Owned Wholesale Trade

In 1953, the people-owned vholesale trade was unable to lowver [over-
head] costs over 1952. [Overhead) costs in 1951 had been 5.50 DM per 100 DM
worth of goods; in 1952, they had been 5.00 DM; and in 1953, [overhead] costs
rose again to 5.40 DM per 100 DM worth of goods. This was not as good as
the plan had called for. However, despite the fact that the goods turnover
plan was fulfilled by 104 percent, only 99 percent of the wage funds vere
spent. This proves that excess wage payments were not the cause for the rise
in [overhead] costs.

8ince 25 percent of the entire goods distribution coste are pure
transportation costs, much of the blame for the higher costs must bhe attached
to the fect that goods manufactured in the GDR are distridbuted in a vasteful
panner. Thus, goods are not always sent to the consumer from the nearest
supplier but are frequently shipped from far away, while goods produced nearby
are sent to consumers in other parts of the country. This system, of necessity,
increases the length of time necessary for the turnover of goods, with the re-
sult that stocks on hand at people-owned wholesale trade organizations increased

from A00 mill4on DM f4n 1952] to 980 milldon MM durine 1953, "Mhe tims 1 guired

for the turnover :anreued to 50 dws in 1953, compared with ho days in 1952.

=
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3. Faopie-@wned Retail Trade =~

- Similar conditions prevail in the reteil trade, Here, too, the: i
costa for the twrnover ¢f goods and the time required for the wurnover in- o

.. creased in 1953, While turnover increased by 6 percent in 1953 over 19%2;

.- Btocks of seleable goods increased 26 porcent in the meme period.’ SACIREIRE

S In‘spite of the demands of the populatiosn for & greater assortment
of ‘goods the additionnl goods which were-available simply never: reached the

* 'sples’counters at the retail stores but rexained .at reserve.depots; vare-
houses, etel . o T . : R

h ._Ag’x;ivc_u]..ituré:f_‘. '

v Expenditures for agriculturé  iucreased 21 percent from ;750,77 0C;000
DM 40”1952 to 3,327,000,000 DM in 1953. .Monetary income Of the formers ‘in. '

. ~1953 $ncreased more than 300 million DM over 1952, mainly because of lower.
© Gelivery quotas and the elimination of texstlion on goods produced . in rxcess . e
-of quotes. . Additional funds, totaling wore thar 200 miliion D, wers s located
:from the public treasury during 1953 for 'improving the capacities of tne MIS :
i (Machipe Tractor Stations) and [to make up for changes in) fees charged by ™

‘them. . Altogether, the funds made available:to sgriculture’ increased 83 e cend

" during the period 1951-1953. ) ‘

5. Taxes

Tax receipts i1 1953 from the people-owned industry were 192 percent
of those of 1950, and tax payments of cooperatives were 175 perzent of the
1950 payments Wwithout any increase in tax rates. Tax receipts from private
industry reached the same amount as in 1950, despite the tax reductions decresd
since then. In the second half of 1953, a total of 8,369 more trade enter-
prises paid taxes than in the first half of the year. 1In 1953, tax payments
of craftsmen increased 20 percent over those of 1951. Tax payments of private
agriculture were reduced by 20.4 percent since 1951; this was dus to a change
in assessment policies and the elimination of taxes on producte produced in
excess of delivery quotas. Despite the tax reduction, receipts from wage taxss
rose 10 percent over 1952 and, because the increases in the number of workers
and in wages, increased 41 percent over those of 1950.

The amount of delinquent taxes outstanding at the Yeginning of 1953
was cut in half during the year [no figures given].

6. Expenditures for Social and Cultural Purposes and Public Health

In 1953, expenditures in these fields increased 14.4+ percent over
1952 and amounted to 34 percent of the total budget expenditures.

During the last 3 years, expenditures for public education, science,
and culture increased from 1,752,000,000 DM to 2,661,000,000 DM. Expenditures
per pupil in the school system during 1953 were as follows [1952 expenditures in
parentheses]: Elementary schools, 311 (262); secondary schools, 1,134 (949);
vocational schools, 239 (153); technical schools, 3,800 (2,924); and colleges,
6,058 (5,229). Of the 1953 students, 95.5 percent received financial assistar
compared with 39 percent in 1951.

Social welfare expenditures increesed from 4,585,000,000 DM in 1952
to 5,408,000,000 DM in 1953, an increase of 17.9 percent in tha yesr and 32 per-
cent sinmce 1951. 1Im 1953, social insurance peasion peyments increased 5.5
percent over 1352; tbe increasa in suck payments over the last 3 years was
15 percent. The number of persons on pension in 1953 was 1.8 percent larger
than in 1952 and the average monthly pensicn increased 3.5 percent.

-13 -
S-8-C-R-E-T
FOT RELEASABIE TO FOREIGE NATIONALS

P,

Sanitized Copy Approved for Release 2011/06/16 : CIA-RDP80-00809A000600150223-7




=

Sanitized Copy Approved for Release 201 1/06/6 - CIA-RDP80-00809A000600150223-7 -l

8-B-C-B-E-T _  50X1-HUM
NOT FELEASADIE TC 1 mmu NATIORALS e

In 1953, expenditures for hma ror the sick anéd aged ixcresssd 10 per—
cent. over 1952. Expenditures per home inmate increased from 1,286 DM to 1,442
DM over the last threa years.

Expenditures for industrial sefety medsures were doubled during the lant
three years [no figures given]., Budget expenditures for public health were
6.2 percent larger in 1953 than in 1952; the increess in expsnditures over
the laat 3 vears was 21.7 percent. ) :

'{.ﬂ- Budgets at local level

: Expenditures of 1lncal organs (Kxeiae, cities commn‘tiea amount.ed LLHaa.
o gp?raxiaatelv 5.550,000,000 DM in 1951 s against 6,055,000.000 DM in 1952 snd |
oy 6,830,000,000 D¥ in 1953 Of these expenditures, the percentage of the respec-

ti‘m total expenditurcs spent by Krelse, both rural and urbsn, rose from 26.%;

" percent in 1951 to 65.5 pereent in 1953. In 1953, receipts from the people- ' e
owned industry aceruing to local budgets incressed Sk percent over 1952 and: the ..
percentege of this type of receipis in relation to the tntal local budget : :
receipts increamsed from .7 percent to 1».3 percent (8) o e

Miscellaneous Budget Figures

7% [In the following statistics; the 1951 and 1952 figures refer to actial
results; the 1953 figures refer to the revised 1953 budget plan; and the 145
figures refer to tue 195k budget plan.]

Total state budget receipts {in percent of 1951 receipts;: 1952, 116.9;
1953, 134.8; 1954, 140.9.

State budget receipts from people-owned industry {in percent of 1951
receipts): 1952, 133.5; 1953, 166.3; 1954, 231.1.

Percentnge of total budget receipts contributed by people-owned industry:
1951, 18.6; 1952, 21.3; 1953, 23.0; 1954, 30.6.

Percentage of total budget receipts obtained from taxes: 1951, 56.2;
1954, 4T.9.

Percentage of total state budget expenditures aliocated to people-owned
industry: 1%51, 15.1; 1952, 19.6; 1953, 19.k4; 1954, 16.9.

State budget expenditures for public education, science and culturs,
public health, youth ard sports (in percent of 1951 expenditures): 1952,
111.0; 1953, 129.2; 1954, 137.1.

State budget expenditures for the development and promotion of agri-
culture gin percent of 1951 expenditures): 1952, 179.5; 1953, 199.5; 195k,
238.1.(9
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In 1953, expenditures for hoaes for t,hc #ick and md im:maéed ld pex;~
cent over 1952. Expenditures per home immte increased from 1,206 DM to 1,442
DM over the last thrae years.

Expenditures for indusirial safety measures were doubled during the last
three years [no figures given]. Budget expenditures for public health ware
6.2 percsnt larger in 1953 than in 1952; the iocrease in ezpanditures over
the last 3 years was 21.7 percent.

7. Budgets st Local Level

Expenditures of local organs (Kreise, cities, comnmitiea) amunted to
appraxlmately 5.550,000,000 DM in 1951 as sgainst 6 065 000,000 DM in 1952 end |
6,830,000,000 DM in 19‘53 Of these expenditures, the percentage of ‘the respef‘-
tive total expenditures spent by Kreise, both rural erd wurban, roae from 26,k
percent in 1951 to 65.5 percent in 1953.  In 1953, receipis from the people~
owned industry accruing to local budgsts incremsed 64 percent over 1952 and the i:
percentage of this type of receipts in relation to the total loeal budge* S
receipts incrcased from 9.7 percent to llt 3 ;ﬂrrent (8) o SRR

' - Miscellaneous Budget Figures .

, [In the following ctatistics, the 1551 and’ 1952 figures refer 5o G-tusl
results; the 1953 figures refer to the revised 1953 budget plan; and the 1954
figures refer to the 1954 budget plan.]

Total state budget receipts (in percent of 1951 receipts): 1952, 116.9;
1953, 134.8; 1954, 140.9.

State budget receipts from people-owned industry (in percent of 1951
receipta): 1952, 133.5; 1953, 166.3; 1954, 231.1.

Percentnge of total budget receipts contributed by people-owned industry:
1951, 18.6; 1952, 21.3; 1953, 23.0; 1954, 30.6.

Percentage of total budget receipts obtained from taxes: 1951, 56.2;
195k, 47.9.

Percentage of total state budget expenditures allocated to people-owned
industry: 1951, 15.1; 1952, 19.6; 1953, 19.h4; 1954, 16.9.

State budget expenditures for public education, science and culture,
public health, youth and sports (in percent of 1951 expenditures): 1952,
111.0; 1953, 129.2; 1954, 137.1.

State budget expenditures for the development and promotion of agri-

cuéturez- gin parcent of 1951 expenditures): 1952, 179.5; 1953, 199.5; 1954,
238.1.(9
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Teble 4. People-~-Ovned Industry's Bhare in the GDR State Budget {10)

Percent of Stste Budget Rmei‘?s
fbtained rrom pLalled ¥Yrom

People-Owned Taxes Paid by
Year : Industey Population
99 . _ - 2.90 4 . v o {not given]
o TRy s | S gmnj_ |
s (R R T ss3 ..
1953 (plan) B "’:; ko : | 500

 [No breskdoun of the remeinder of the stats budget i'écaip’l;a given,} . .

8tate Budge! Expenditures (in biilien DM)

For Lvabo'r‘,
i Social For Bducation,
T a. For People- Wecltare, and Culture, and

Year Owvmad Industry Public Health S8clence
1951 2.9 5.8 1.7 .
1952 5.3 7.3 2.3

1953 (plan) 6.2 8.2 2.7

1 Table 5. Budget Expenditurss for the Advancement of Youth Activities (11)
N (in million DM)
ose b9 1950 1951 1952 1953 (plan)

Equipment for

schools -- .- 18 18 --
Correspondence

courses - -- 1.5 6.3 -

Local vacation

programs .- -- 16 32,1 36

Ploneer houses - -- 4.6 6.1 11.5

Youth homes and )

social rooms .- - 11.1 10.4 10.9
Kindergartens n- ~ T0 99.9 135.6
Veeational schq&ia - -- 111k 31334 183

-
) Sports installations -- -- 11.3 12.6 20.1
Financial assistance 3
to students 39 67 131 192.8 260
~15 -
8-E-C-R-B-T
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The total expepditures planned for finanmcial assistance to students during
1953 represent an increase of 660 percent over the total expended during 1949,
compared vith er increase of 300-350 percent in the nusber of studante over the
same period.{ll) , , :

" GDR Budget Fxpeaditures for Cultural Purposes

Cultural expenditures in 1950 smounted to 1,384,000,000 DM, or BO DM per i -

capita; planned expenditures for 195k rose to 3;-7 ,060,000 DM, or 171.51 DM -

U .per capita, an incresse of 129 percemt. For 1953, tota.l exgenditures szounted

i to 2 661,000,000 DM; thus, the pbmmed 'mc-easn from 1153 to 9{?5 45 11, ) p&r- :
: "ent. ’ el i

; "‘he 1953 ondget alloeated 10 mllion DH f’or theaters, Lor ;9‘3& 109 mli-
_;5oz~ DM are eamrked fo* t,hm: ptu"oose.

The 195!; huiget provides 49.8 million D for sports (12)

e Tm‘rm

Budget Surtex Informstion

In principle, there are two types of surtaxes. One is obtained from the
difference in the wholesale price charged by the private manufacturer and the
state-controlled wholesale purchase price. This difference is termed the
equalization sum and must be remitted to the GDR treasury. The purpose of
this surtax is the creation of a uniform price system, hased on the state
wholesale trade purchase prices, and the creation of uniform sales conditions
for goods from both the private and people-owned industries.

The second type of surtax consists of the difference between the uniform
wholesale trade purchase price plus the approved vrade mark-ups, and the HO
[trade organization] prices.(13

The budget surtax serves the following functions:

1. It uses up part of the new value (Neuwert) in excess of the wage
funds which was created in the production process.

2. It affects production, particularly §f tied in with the financial
interests of the producing enterprises. For example, by adding a budget sur-
tax to certain rav materials, the resultant price of such raw materials will
be such that production enterprises will have a financial interest in using
substitute products instead of the ones to which the surtax has been added,
or else the enterprises can be induced to change production in a manner which
the state deems desirable. Thus, the surtax may be used to force through
changes in production or production methods.

3. Finally and, perhaps, moet importantly, surtaxes heip in regulating
the consusption of goods and in bringing about the desired ratio between pur-
chasing pover and goods offeved for sale. This latter fsct is considered im-
portant, since planned economic development demands corresct price {-purchasing-
power] relstions. This makes it ipportant in the case of consurer goods to
balance the purchasing power of the population with the available mercha.lise.
Surtaxes on various types of gocids are an important means of establishing this
balance.{1h)

NOT RELEASABLE TO FOREIGN NATIONALS
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Budget Burtex Regulations

Budget surtages are used to determine the wrivss of goods which heve &
sprelal cirele of purchassrs, i.s. DIA (Intrs-Cersaz and Forelgn Trado Enter-
prise); DEZ {German Trade Certer), and the consumer cooperatives. The prices of
BO stores are not computed by this method; speciml regulations for B atores
are given in a separate paragragh. . : . S

The equalizstion sua (Bg;aliaiemmgsbé’cma;) 2180 eali=d prellieioary or :
C swall exclse tex, ie calculsted ss follows: ol e Ty "
: [Uniform] wholessle purchass price (GEP, Grosshandelssinatandspreis); = v

producers ssles price {BAP, Hamglsebgabeprem), equalee‘_,

Bqualizetion sum
The budget surtax is calculated as follows:
,:-L [Uniferm] wholesale purchase price (GRP), plus

Wholesalie trade markup (GHS, Grosshandelssparne), or 15 percent of GEP,‘
eguals

Wholesale sales price (GAP, Grosshandelssbgabepreis).
2, (Uniform] wholesale purchase price {GEP), plus
Wholesale trade markup (GHS, or 15 percent of GEP), plus

Retail trade markup (EES Einzelhandelsspanne), or 20 percent of GAP,
equals

Total A [pot further identified].

3. [Uniform] general consumers price (AVP, Allgemeiner Verkaufspreis, or
VEP, Verkaufseinheitspreis?), minus

Total A, equals
Budget surtax.

There are also soms fixed budget surtax rates; however, these apply only
to certain commodities (for example, cleansers, brovn coal, and fuel). These
rates are also fixed by the Ministry of Finance.

Budget surtaxes wist be paid upon sale or use of an item by the producer
or upon bringing the item intc circulation in any other manner (including theft,
gift to plant member, etc.).

The following must remit budget surtaxes: all DHZ branches; all stores of
the Association of German Consumer Cooperatives; manufacturing enterprises (in
the case of some items, such as brown coal, miik products, vinegar, and cleanser);
G907e {Centre) Supply Office of Group of Soviet Occupatio~ Forces in Ger.any);
HO stores; Stores serving Wismut AG [HO Wismut?]; and "Intourist” GebH (Soviet
travel agency, which runs all Soviet hotels).
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Specisl Regulations for HO

The producers seles price’ (HAP) plus the wholesale and retail markups re- .- .

" sult in the norwsl trade price (HUeP, Handelsueblicher Preis) or the gemeral .. "

consumsrs price (AVP). The State Plenning Commieeion arnd the Ministry of Fi- . [~

. nance determine the HO priees. The budget surtax for HO consists omly of the '
difference btetwasen the general consumers price and the HO sales price. : )

. foe-EC Jepoaits 195 budget surtarss Aaily in its blockad excise account
. at the nedrest local branch of the Deutsche Rotepbenk. 'Hovever, these daily.
deposing are peld to de marely advanes paynents; x fipal accounting is made:
"'once ks‘mO!ith?(lﬁ}- . s e SR A AR s T A
‘ & &irective by the GDR Ministry of Finance, dated 27 Hovamber 1$52; .
provides that all private manufscturing firms become tax dsbtors in all CRESE
where they deliver goods, whicsh would be subject to surtaes if seld in BO...
- stores. tc any but the folloving: . DHZ, dO, or Assccletion of . German Consumer:
“ Cooperatives. ' e T P e
Before this directive, the same gouds frequently vere s01d ab B0 storseiiue
with sxeise tax added to their price and through the rest of the retail trade @7 ™.
T'without this edded excise tax, thus making it easier for privats trade. end:
tndustry to find a merkst for thelr goods. RO A AP

This directive caused confusion and difficulty in selling goods, particu-
luriy with regurd to fixing of prices, since it did not explain the basis for
ccmputing trade markups for private industry and trade.(16)

Collection of Tax Arrears in the GDR

The GDR considers the collection of back taxes a particularly vital proj-
ect. 11 conceivable measures are adopted to collect these taxes.

"Jhe tax departments of the SED Kreis administrations and the Kreis and
city councils are given oral instructions vwhich are not for general publica-
tion. According to these instructions, all efforts are to be made to elimi-
nate certein categories of private industrial and trade enterprises and have
them taken over by the HO or the consumers cooperatives. Therefore, as soon
as it is determined that a private industrial or trade enterprise owes back
taxes, the following procedure is adopted: The private enterprise is given
orders to pay its back taxes within s very short time (for example, five days),
under threat of forced collection.

If, despite all the tax debtor's efforts to reduce the tax debt, the tax
debtor is unable to pay all his back taxes in a lump sum within the time period
specified, this is considered inability to pay and bankruptcy proceedings are
instituted against the tax debtor. Hovever, no regular referee in bankruptcy
is appointed by the bankruptcy court in such a case; rather, the tax department
nominates an SED party member, whose job it is tc force through the bankruptcy
procesding as quickly as possible (maximum time is 3 weeks). The result of
this is that the entire business 1s sold pro forma to the people-owned industry
which, of course, does not actually have to tender the purchase price. After
this step, the tax arrears are written off the buoks by the tax office, and
another private enterprice has been eliminated. an
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IV, INSURADCE

A dzcree of the GDR Council of Miniaters, dated § Novamber 19?2,‘ ast
up the DVA (Deuteche Versicherungsanstelt, Germen Insurance Office by Joining
the five former people-owned insursnce offices (one frow each of the old laen-

der), Tarough efPicient operation of the DYA, it was poesible to resalize prof -

its, which were chanueled back inte the budget.
Below ere some figures showing the development of verious types of in-

sidered as 100; the 1953 and 1954 figures sre planned figures,

Life Insurance T 1951 1952 1953

Fusber of members - . . 129 l.iST e ."189’.' ;
Yearly premivms paid - 138 473 23T

Livestock Insurance

Number of members U121 .0 . 15200 190
Yeerly premiums paid g I V- RN L2069

Heusehold Equipzent Insurance

Kumber of members 122 129
Yearly premiums paid 123 129

Burglery-Theft Insurance

Number of members 102 104 107 165
Yearly premiums paid 86 78 7 70

Taking all branches of insurance together, a comparison between the plans
for 1650 and 1954 shows that the total amount of premiums paid has increased
31.k percent during that time.(18)

3 G o RS L i

| surance over the last 5 years. ‘The figures are index figures, vith 1950 eon- e
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